
COMMONWEALTH OF KENTUCKY 

BEPORE TEE PUBLIC SERVICE COMMISSION 

In the Hatter of: 

THE NOTICE OF PURCHASED GAS 1 

GAS COMPANY, IWC. 1 
ADJUSTMENT FILING OF AUXIER ROAD ) CASE NO. 9318-D 

O R D E R  

On April 28, 1988, Auxier Road Gas Company, fnc. (t'Auxier 

Roadu), petitioned the Commission to reconsider and rehear its 

Order of April 78 1988, directing Auxier Road to adhere to the 

terms of its approved Purchased Gas Adjustment Clause ("PGA") .  

Auxier Road's petition argues that the savings resulting from 

purchasing lower cost gas should not be flowed through to its 

ratepayers as mandated by Auxier Road's PGA Clause. Rather, 

Auxier Road claims that it should be permitted to retain these 

savings "to assure that the utility's revenues will be maintained 

at an appropriate level which has been set by the Commission at 

the utility's last rate case.u 

Based on Auxier Road's petition, the evidence of record, and 

being advieed, the Commiseion is of the opinion and hereby finds 

that the relief sought by Auxitr Road is precluded by the terms of 

its PGA Clause. In recognition of the fact that the cost of 

purchased gas has been volatile and that it represents a gas 

utility's largest single expense, the Commission has authorized 

Auxier Road (and other gas utilities) to adopt a PCA Clause to 

expedite changes in retail rate6 to track change6 in its cost of 



purchased gas. Consequently, when the cost of purchased gas 

increases, the PGA Clause allows Auxier Road to timely recover 

those costs and thereby limit its risk of financial 1056. 

Similarly, when the cost of purchased gas decreases, or a supplier 

refund is received, Auxier Road is obligated to timely reduce its 

rates to pass the savings through to its ratepayers. 

Auxfer Road'o PGA Clause (attached hereto am Appendix A )  wau 

approved by the Commission's Order entered September 30, 1976, in 
Case No. 6529, Notice of Adjustment of Rates of Auxier Road Gas 

Company, Inc., t o  Become Effective May 1, 1976. Auxier Road's 

PGA Clause states that "for the purpose of t h i s  purchased gas 

adjustment provision, current wholesale rates shall be considered 

as the base rate for purchased gas." The PGA Clause further 

states that in the event there is a decrease in the purchased gas 

price or a refund, the company shall file certain information with 

the Commission. Upon receipt of this information, the Commission 

is required to review the proposed reductions and within 30 days 

issue its Order setting out the proper refund and/or revised 

rates. 

Thus, the purpose of Auxier Road's PGA Clause is to timely 

pass through changes in wholesale gas prices to Auxier Road's 

customers. There is nothing in Auxier Road's PGA Clause to 

suggest that it was intended "to maintain the utility'8 revenues 

at the l eve l  in the laet caae," as now argued by Auxier Road. 

If Aunier Road is experiencing financial difficulties as 

alleged in its petition, Auxier Road should properly file a 

general rate case. The BGA Clause is restricted to changes in 
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wholesale gas prices and is not intended to provide a guarantee of 

the earnings level set in Auxier Road'e last rate case. The 

central issue here is the Pact that the PGA Clause is not the 

correct method to recover increases in operating costs except when 

the increases are in Auxier Road's wholesale gas price. 

Auxier Road's claim that it does not want to increase the 

rates of its non-contract customers is erroneous. By failing to 

pass on the decrease in the wholesale gas costs, Auxier Road is 

actually withholding a decrease properly attributable to these 

customers. Auxier Road's current rates are higher by the amount 
of t h e  reduction in the cost of purchased gas. Thus, Auxier Road 

is attempting to keep its rates at a level higher than authorized 

in its Last rate case without complying with the statutory 

requirements incident to filing a general rate case. 

Auxier Road has presented no new evidence to support its 

petition for rehearing and the petition should be denied. 

Further, the Commission advises Auxier Road that if its assessment 

of its financial condition brings it to a conclusion that it needs 

a rate increase, said increase should be filed pursuant to KRS 

278.180. 

IT IS THEREFORE ORDERED that Auxier Road's petition for 

rehearing be and hereby is denied. 
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Done at Frankfort, Kentucky, this 18th day of May, 1988. 

PuaLIc SERVICE COMMISSION 

n 

ATTEST: 

Executive Director 



APPENDIX m AN ORDER OF THE 
PUBLIC SERVICE COF?MlSSION IN CASE NO. 9318-D 

DATED MAY 18, 1988 

APPENDIX "A" 

APPENDLIC TO AN ORDER OF THB KESTUCW PVsLfC 
SERVICE COUblISSION IN CASE NO. 6529 DATED 

.- SEPTEMBER 3 0 ,  1976. 

The fo i iorv ing  rates are prescribed for  the custmers in the 

area served by the A u x i e r  Road Cas Company, me. A l l  o t b e r  rates " 

and charges not s p e c i f i c a l l y  mentfORed herein s h a l l  r e m r l m  the same 

as those i n  effect under authority of t h e  Commission prfor to the 

d a t e  of thim Order. 

. .. I . .  ' : 
. .. 

. a  Utes: Monthly . .  

Firmt 2,000 EfCB per month $2.65 per KCF # 

. . .  . .  

A l l  Over 2,000 UCP per month - .$2.22 per YCP 

Tfie minimum b i l l  for service s h i l l  be $4.00 per mouth and . -  
. .  . -. shall e n t i t l e  the  user to 1 YCT or lessof gas ptr month. .. 

Purchased Gas Adjustment CZause 

The rate adjustments requested hereunder s h a l l  be based upon 

the 'wholesa le  coot  of 6.8 to the  Compaay ae computed upon rrtem of' 

I t s  wholesale suppl i er  uader Kentucky Publlc Servlco Commission 

tariffs  for i o s t r a s t i t e  bUSlneS8. For t h o  purpso  of t h l r  purchased 

_- --__._- - ..------ 

gas adjustment p r o v i s i o n ,  current wholesrls rates $ha11 be considered 

r s  t h e  base rate for purchased gas. 

i n  t h i s  base r a t e ,  t h e  Company s h i l l  wi thin  tb lrty  day8 from i h e  t -he  

it receives n o t i c e  of the proposed change file with thim Cornalmsion 

t h e  following Information: 

. Ia t h e  qvent 'there is 811 increase 

. .. . .  . .. ? '. ..' 
(1) A copy of t h e  Kentucky Public Service Cocamfeefoa .trriii 1.. 

'. t .  
; effecting the change i n  t h e  bame rate and .i r t r t w e n t  re~ative to 

the  effective data of auch propomad chango. 

(2)  

t b r  p r o v i s i o n  o f  t h e  base r8te for  the  preVlOUS t W O l V e  m0nth8 showing  

b i l l i n g  under tho  ba*a rat0 and undor thm QtOQOm*d rovle.8 t a t 0  80- 

p l i c a b l e  to t h i s  esrvice. 

A mtst.ment matting out tbo deta i l8  O f  g.8 purchrmod uodar 

( 3 )  A balance s h e e t  as  of t h e  end of the 18teSt twelve month 

period and a statement of operating expenses rnd revenues as reported 

to t h e  C o m f s s i o a  io t h e  Company's A o o u a l  Report. 



(4) Such other inform8tlon ne the Cotnmlosion may r o q u s ~ t  for  

a proper determination of t h e  purchased gar adjustment. - 
upon r e c e i p t  o t  t h i s  information t h e  Cornmfssion w i l l  review 

the effect of the r e v l s s d  base rote oa t h e  operations of the Company 
an8 will prior to the  eiiective date of t h e  revised base rate, but n o t  

less than t h i r t y  days rrom the date or the filing of t h e  above pre- 

scribed loformation, issue its Order s e t t i n g  out the purchased go8 

adjustment t h a t  t h e  Cornpony s h a l l  apply to its rates. I 

rn t h e  event t h e r e  is I decrease i n  t h e  purchssed CIS price 

or I refund, the  ~ m p a n y  s&ii f i le  t h e  inioramtiom required in 1,. 2,-  
- .  

and 4 above. 
1 

. .  . .  . . ' I  .' , . y .. . . .' : . 
Upon receipt of t h l s  information the Comnforion shall review 

the proposed reductions and w i t h i n  tb ir ty  days from receipt O f  thm -.. 
information required, issue its Order scjtting out. the proper r t fuud  

and/or r e v i s e d  rates. 

The maximwn amount of t h e  adjustment so prescribad.shnl1 not 

produce revenue adjustments, based upon t h e  8ct-l preceding t w e l v e  

months, period,  greater than the d i f f e r e n c e  between t h e  ~irCh8Sed .gab 

biired at the tbea exis t ing  rates and the purchased err bi l l& rt the 

rev laed ratem. 

The b o s s  rate for 

Purchased Gas Adjustmat 

purchased gem for the rpp1:Icrt lon of tbim 
. .  .. C l B U 8 0  18: 

\ can mod it^ . 


